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December 10, 2019

The Honorable Randy McNally
Speaker of the Senate
The Honorable Cameron Sexton
Speaker of the House of Representatives
The Honorable Kerry Roberts, Chair
Senate Committee on Government Operations
The Honorable Martin Daniel, Chair
House Committee on Government Operations
and
Members of the General Assembly
State Capitol
Nashville, TN 37243
and
The Honorable John Compton, Chair
The University of Tennessee Board of Trustees
719 Andy Holt Tower
Knoxville, TN 37996-0170

Ladies and Gentlemen:

We have conducted a performance audit of selected programs and activities of the University of
Tennessee Board of Trustees for the period July 1, 2017, through June 30, 2019.! This audit was conducted
pursuant to the requirements of the Tennessee Governmental Entity Review Law, Section 4-29-111, Tennessee
Code Annotated.

Our audit disclosed certain findings, which are detailed in the Audit Conclusions section of this report.
The Board of Trustees has responded to the audit findings; we have included the responses following each
finding. We will follow up the audit to examine the application of the procedures instituted because of the audit
findings.

This report is intended to aid the Joint Government Operations Committee in its review to determine
whether the University of Tennessee Board of Trustees should be continued, restructured, or terminated.

Sincerely,

\Aebowl«(/- oA Treteas)

Deborah V. Loveless, CPA, Director
Division of State Audit

DVL/li/js
19/049

! Our base audit period was September 1, 2017, through June 30, 2019. In certain instances, we modified our scope
from this period. See the Audit Conclusions section for more information.

CorperL HurL BuiLping | 425 Fifth Avenue North | Nashville, Tennessee 37243
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Our mission is to make government work better.

AUDIT HIGHLIGHTS

THE UNIVERSITY OF TENNESSEE SYSTEM’S MISSION

The University of Tennessee System, through its multiple campuses and institutes, serves the
people of Tennessee and beyond through the discovery, communication and application of
knowledge. The System is committed to providing undergraduate, graduate and professional
education programs in a diverse learning environment that prepares students to be leaders in a
global society. The UT System’s delivery of education, discovery, outreach and public service
contributes to the economic, social and environmental well-being of all Tennesseans.

INTRODUCTION

We audited the statutory responsibilities and activities
of the University of Tennessee Board of Trustees (UT Board), | Scheduled Termination Date:
the governing body of the University of Tennessee (UT) June 30, 2020
System, for the period of September 1, 2017, to June 30,
2019.2 We focused our review on the UT Board’s oversight
of key areas as they relate to the activities of the UT campuses in Knoxville, Chattanooga, and
Martin, as well as the Health Science Center in Memphis.?

Effective July 1, 2018, the Tennessee General Assembly vacated the previous membership
of the UT Board and reconstituted the board with new members. Since our audit scope
encompasses the transition between the former UT Board and the current UT Board, we base our
audit objectives and conclusions on the responsibilities and actions taken by both the former UT
Board and current UT Board. We address our recommendations to the current UT Board for their
consideration.

Our audit scope included a review of internal controls and compliance with laws,
regulations, policies, procedures, and provisions of contracts or grant agreements. We present our
primary results in the UT Board of Trustees’ Oversight Responsibilities and the UT Board of

2 For our audit procedures, we adjusted our scope as appropriate to the review. We provide further details of our audit
scope in our detailed audit section.

3 We limited our review to the UT Board’s oversight of the UT campuses. We did not review the UT Board’s oversight
of the UT System’s other institutions, including the Institute for Public Service. We may conduct a review of the UT
Board’s oversight of these agencies in a future report.



Trustees’ Composition and Administrative Duties sections. UT Board Oversight includes the
results of our review of the UT Board’s statutorily required oversight of the UT System, including
the UT Board’s compliance with the statutory changes enacted by the UT Focusing on Campus
and University Success Act, effective July 1, 2018. UT Board Administration includes the
results of our review of the UT Board’s composition and meeting requirements. We provide more
detailed information concerning the UT System and campus operating areas. These areas include

» Campus Security and Safety,

Mental Health Services,

Student and Faculty Engagement,
Facilities,

Strategic Plans and Performance Measures,

Tuition Affordability, and

YV V. V V V V

Athletics Programs.

The chief goals of a governing body are to provide strategic direction to its organization
and to hold management accountable for the operations of the organization. The UT Board must
work to preserve and protect the UT System’s reputation by helping define, support, and protect
its mission. To assess the effectiveness of the UT Board and its oversight of the UT System, we
interviewed UT Board members, management, and staff; gathered records and data; and performed
audit work within each UT campus.

KEY CONCLUSIONS

SUMMARY OF RESULTS

The UT Board should advance the coordination among the UT campuses’ operations to
increase the effectiveness and efficiency of the UT System.

Although each UT campus has its own culture and strategic goals, each campus and the entire UT
System would benefit from increased coordination of resources, communication between
campuses, and consolidated systems for shared services. The UT Board should encourage
collaborative efforts between UT campuses, shared information systems, and management
oversight of system-wide reporting. See Finding 1 and Observation 3.

The UT Board should increase its oversight of various academic and nonacademic areas to
ensure UT management achieves strategic and operational goals and to better serve its
students and staff.

As a governing body and as part of its statutory requirements, the UT Board should exercise its
oversight responsibilities for the UT System and hold UT management accountable for the
effective and efficient operations of the campuses and the UT System. The UT Board has a duty
to oversee the activities that occur at all or most locations within the UT System, including strategic
planning, academics, admissions, tuition, faculty evaluation and retention, student conduct and



satisfaction, facility maintenance, and athletic operations. See Findings 2, 9, 11, and 12 and
Observations 4, 6, and 8.

The UT Board must increase its oversight of student safety and campus security and ensure
the accurate and complete reporting of safety and crime.

The UT Board has not ensured that each UT campus met the investigation and reporting
requirements of the Clery Act and Title IX of the Education Amendments Act of 1972.
Additionally, the UT Board must improve its oversight of the physical security of each campus,
police operations, crime reporting, reporting missing assets, and communication between UT
campuses. See Findings 3 through 10 and Observation 5.

The UT Board should ensure that the UT System monitors the mental health services each
UT campus offers.

The UT Board currently does not provide oversight of the mental health programs offered at each
UT campus and does not require or review system-wide reports on mental health services. Our
review identified various issues concerning mental health services throughout the UT System,
including potentially unmet student needs due to service gaps at campuses. As the UT System’s
governing body, the UT Board should ensure that the UT System monitors mental health services,
such as the key metrics of counselor-to-student ratios, wait times, and suicide rates. The UT Board
should encourage campus collaboration and direct management to correct deficiencies. See
Finding 11.

We provide a full list of our findings, observations, and matters for legislative consideration below:
FINDINGS

» Finding 1 — The UT Board should work to increase communication, coordination, and
collaboration between the UT campuses (page 31).

» Finding 2 — The former and the current UT Board delegated its oversight role to
management for key decisions; additionally, the current UT Board is still working to
fulfill its statutory responsibilities (page 36).

» Finding 3 — UTM and UTHSC did not ensure disclosure of required reporting elements
of the Clery annual security and fire safety reports (page 73).

» Finding 4 — UTC did not issue a timely warning for a crime that posed a serious or
continuing threat (page 75).

» Finding 5 — UTHSC Clery Coordinators did not consistently update the 60-day Clery
daily crime log (page 77).

» Finding 6 — Information contained in police reports, Clery daily crime logs, and Title
IX reports did not match (page 79).

» Finding 7 — The UT System did not issue written notices of prolonged investigations
as required by campus policies (page 84).



Finding 8 — Due to a lack of documentation, auditors could not determine whether six
UTC police incident reports were reviewed by supervisors or whether three UTC
investigations were appropriately closed (page 86).

Finding 9 — The UT Board has not yet addressed the UT campuses’ physical security
features (page 90).

Finding 10 — UTHSC did not report all instances of theft, mysterious disappearance,
burglary, or vandalism to UT System administration, leading to inaccurate and
incomplete reporting to the Comptroller of the Treasury (page 97).

Finding 11 —The UT Board has not yet reviewed mental health programs for counselor-
to-student ratios, counselor caseloads, appointment wait times, service gaps, student
suicide tracking, or collaboration among the campuses (page 104).

Finding 12 — The UT Board neither officially approved the UT Promise program nor
ensured management assessed the program’s long-term impact (page 185).

OBSERVATIONS

The following topics are included in this report because of their effects on the operations
of the UT System and the citizens of Tennessee:

>

>

Observation 1 — The current UT Board’s process to search for an Interim President may
have benefited from increased transparency (page 47).

Observation 2 — The current UT Board should consider amending its bylaws to include
interim officers or enter into written employment agreements to establish the duties and
authorities of interim positions (page 49).

Observation 3 — The UT Board should consider a UT System initiative to implement a
centralized information system (page 51).

Observation 4 — The UT Board delegated the final approval for a unique student
housing initiative involving a long-term ground lease at UTHSC (page 52).

Observation 5 — The former UT Board had not ensured that campus police monitored
their response times (page 96).

Observation 6 — The UT Board has not yet ensured that the UT System assessed the
campus communities’ overall satisfaction (page 125).

Observation 7 — The UT System may struggle with funding future capital projects
because of the requirement to include private donations in match funding (page 139).

Observation 8 — The current UT Board should review its process for making decisions
that have high visibility and large potential impact to ensure the best outcome for the
UT System (page 140).



MATTERS FOR LEGISLATIVE CONSIDERATION

>

>

The General Assembly may wish to consider revising current legislation to reference
appointments of university Interim Presidents and Interim Chancellors (page 48).

In the absence of federal guidance, the General Assembly may wish to amend
Tennessee Code Annotated to require that higher education institutions submit annual
reports on key mental health statistics for their students, including data on the number
of student suicides (page 115).
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INTRODUCTION

AUDIT AUTHORITY

This performance audit of the University of Tennessee Board of Trustees was conducted
pursuant to the Tennessee Governmental Entity Review Law, Title 4, Chapter 29, Tennessee Code
Annotated. Under Section 4-29-241, the University of Tennessee Board of Trustees is scheduled
to terminate June 30, 2020. The Comptroller of the Treasury is authorized under Section 4-29-
111 to conduct a limited program review audit of the agency and to report to the Joint Government
Operations Committee of the General Assembly. This audit is intended to aid the committee in
determining whether the University of Tennessee Board of Trustees should be continued,
restructured, or terminated.

BACKGROUND

The University of Tennessee Board of Trustees (UT Board) is the governing body of
the University of Tennessee (UT) System and oversees the educational and operational activities
of the system, and the 12-member board is responsible for the strategic direction of the UT System.
Effective July 1, 2018, the General Assembly vacated the previous membership of the UT Board

and reconstituted the board with the following
membership parameters: University of Tennessee FOCUS Act

o Chapter 657 of the Public Acts of 2018, the
o the Tennessee Commissioner of University of Tennessee Focusing on Campus
Agriculture, who serves as an ex- [EYS University Success (FOCUS) Act, instituted
officio voting member; a series of reforms to the composition, powers,
and duties of the UT Board of Trustees.
Effective July 1, 2018, the Board of Trustees
was reduced from 27 members (22 voting
members and 5 ex-officio members) to 12
members (10 voting members, 1 ex-officio
LI B 1 To) /ol VAN 1 1 s (ST [ S ll  member, and 1 nonvoting student member).
appointed by the UT Board. The Act also created 4 advisory boards, 1 for
each of the university’s main campuses:
When the UT Board was vacated and BQUEVIIERYERTINEEIAC lolol-LHETloR{HVAE
reconstituted, the General Assembly declined to [RACEIUISEIIEREIES
confirm any of the prior board members, thereby
creating a UT Board composed of new members.

e 10 voting members appointed by the
Governor and confirmed by joint
resolution of the Tennessee Senate
and House of Representatives; and

The 10 appointed voting members choose to serve the UT System as unsalaried trustees in
addition to any external professional responsibilities of their own careers. By accepting their
nominations to serve on the board, the UT Board members voluntarily provide their experience
and time to oversee the school system, its students, and its employees.



The current list of the UT Board members is exhibited in Appendix 1.

Powers and Responsibilities

Section 49-9-209, Tennessee Code Annotated, provides many of the statutory powers of
the UT Board. Statute dictates that the UT Board will

Exercise general control and oversight of the University of Tennessee system and
its institutions, delegating to the president the executive management and
administrative authority necessary and appropriate for the efficient administration
of the system or necessary to carry out the mission of the system, and delegating to
each chancellor the executive management and administrative authority necessary
and appropriate for the efficient administration of such chancellor’s institution and
its programs, subject to the general supervision of the president. The president shall
exercise administrative authority over the chancellors.

The board has the authority to appoint the President of the UT System, who also serves as
the system’s Chief Executive Officer. The President serves “at the pleasure of the board, subject
to the terms of any written employment contract approved by the board.” Additionally, the board
“define[s] the president’s duties, including the president’s
administrative duties with respect to the system and the FREERSAINESAA IR EREEERS R NI
individual institutions of the system and, within [RIEERIPENGEINGEREENTNErLNER
budgetary  limitations, fix[es] the president’s
compensation and other terms of employment.”

At the President’s recommendation, the UT Board appoints Chancellors to perform
executive management functions at each UT campus and the Institute of Agriculture. Chancellors
report directly to the President and serve at the President’s pleasure. Likewise, the UT Board
approves, upon recommendation of the President, the appointments of UT officers, who also serve
at the pleasure of the President and, unless policy or bylaws dictate otherwise, report directly to
the President.

Per statute, the board has “full authority and control over all university funds, whether
appropriated from state revenues or institutional revenues,” except for those funds that are
“appropriated for a specific purpose or funds appropriated pursuant to the outcomes-based funding
formula.” Among the statutory powers located in Section 49-9-209, the UT Board has the
authority to

e confirm the salaries of all employees of the UT system and the individual institutions
by adopting the UT System’s annual operating budget;

e adopt policies for granting and removing tenure for faculty members;

e approve policies governing student conduct;

e oversee and monitor the UT System’s intercollegiate athletics programs, including
proposed actions that might reasonably have a long-term impact on the operations,
reputation, and standing of either the athletics programs or the university system;



e cvaluate student financial aid in relation to the cost of attendance and approve any
necessary policies to improve the availability of financial aid that are in the best interest
of students, the university system, and the state;

e monitor the UT System’s nonacademic programs other than athletics, including
programs related to diversity, for compliance with federal and state laws, rules, and
regulations;

e cvaluate administrative operations and academic programs periodically to identify
opportunities for efficiency such as streamlining, consolidation, or reallocation;

e establish a way for people to bring issues to the board’s attention, and provide notice
of that mechanism to the public;

¢ in conjunction with regular meetings of the board, provide a reasonable opportunity for
the public to address the board or a board committee concerning issues germane to the
board’s responsibilities;

e name buildings owned by the UT System or its institutions; and

e cexercise all powers and take all actions necessary, proper, or convenient to accomplish
the UT System’s mission and the board’s responsibilities.

Committees

Section 49-9-206, Tennessee Code Annotated, dictates that the UT Board must maintain
four standing committees: an executive committee; an audit committee; a finance and
administration committee; and an academic affairs and student success committee. Additionally,
per statute, the board has the authority to create other standing committees, subcommittees, and ad
hoc committees as necessary to conduct business. As of June 2019, the UT Board maintains the
following committees:

e The Executive Committee oversees and monitors the work of other standing
committees, the UT System’s strategic planning processes, the President’s performance
and welfare, and the system’s commitment to and compliance with the state’s plans
and objectives for higher education.

e The Audit and Compliance Committee oversees the financial reporting and related
disclosures, especially when financial statements are issued; evaluates management’s
assessment of the UT System’s system of internal controls; and facilitates any audits
or investigations of the UT System.

e The Finance and Administration Committee oversees the UT System’s finances,
operations, facilities, and Health Science Center clinical activities, and ensures that the
system operates within available resources and applicable laws and policies in a manner
supportive of its strategic plan.

e The Education, Research, and Service Committee fulfills the statutorily required
academic affairs and student success committee. It oversees the UT System’s
educational mission of teaching, research, and service, including matters related to



academic programs, faculty, student success and student conduct, research, and service
and outreach.

e The Special Committee on University of Tennessee Athletics Programs, the board’s
one special committee, provides assurance to the board that the system’s athletics
programs are operating effectively and are in compliance with applicable UT policies
and NCAA conference rules.

We exhibit the list of members of each committee in Appendix 1.

Internal Control Responsibilities: Oversight Bodies and Management

As an oversight body, the UT Board has separate responsibilities from UT System
management (including the UT President, UT Chancellors, and other officers). The U.S.
Government Accountability Office’s Standards for Internal Control in the Federal Government
(Green Book) sets internal control standards for federal entities. The Green Book adapts the
principles of the Committee of Sponsoring Organizations of the Treadway Commission’s
(COSO’s) Internal Control — Integrated Framework for the government environment. In the
absence of established internal control frameworks, the Green Book’s principles serve as best
practices for non-federal entities and establish key internal control responsibilities for oversight
bodies and for management of an organization. Paragraphs 2.09 and 2.10 of the Green Book
outline the following key responsibilities for oversight bodies for an institution’s internal control
system:

2.09 The oversight body oversees management’s design, implementation, and
operation of the entity’s internal control system. The oversight body’s
responsibilities for the entity’s internal control system include the
following:

* Control Environment — Establish integrity and ethical values, establish
oversight structure, develop expectations of competence, and maintain
accountability to all members of the oversight body and key
stakeholders.

* Risk Assessment — Oversee management’s assessment of risks to the
achievement of objectives, including the potential impact of significant
changes, fraud, and management override of internal control.

* Control Activities — Provide oversight to management in the
development and performance of control activities.

* Information and Communication — Analyze and discuss information
relating to the entity’s achievement of objectives.

* Monitoring — Scrutinize the nature and scope of management’s
monitoring activities as well as management’s evaluation and
remediation of identified deficiencies.

2.10 These responsibilities are supported by the organizational structure that
management establishes. The oversight body oversees management’s
design, implementation, and operation of the entity’s organizational



structure so that the processes necessary to enable the oversight body to
fulfill its responsibilities exist and are operating effectively.

Per Principle 10, “Design Control Activities,” management of an organization is
responsible for designing control activities to achieve objectives and respond to risks. Paragraph
10.03 provides a list of example control activities often utilized by management of an organization:

e top-level reviews of actual
performance;

e reviews by management at the
functional or activity level;

e management of human capital;
e controls over information processing;
e physical control over vulnerable assets;

e cstablishment and review of
performance measures and indicators;

To evaluate the UT Board’s oversight of
UT management, we assessed the UT System’s
implementation and execution of policies and
procedures, as well as its compliance with laws,
regulations, and best practices, in key areas
identified in our audit scope.

Fiduciary Duty of Governing Bodies

Governing bodies have a fiduciary duty to
the institutions they oversee. Members of the UT
Board have an obligation to act in the best interest
of the UT System, including demonstrating due
care and exhibiting the highest integrity in the
execution of their responsibilities. The
Association of Governing Boards of Universities
and Colleges (AGB) is an organization centered
on governance in higher education and offers best
practice guidance to the oversight bodies of
colleges and universities. The AGB serves 1,300
member boards and 1,900 intuitions, and the UT
System is a member of the AGB. The AGB
provides the following guidance on how
governing boards should act:

segregation of duties;
proper execution of transactions;

accurate and timely recording of
transactions;

access restrictions to and accountability
for resources and records; and

appropriate documentation of
transactions and internal control.

Exhibit 1
AGB Illustrative Questions

ILLUSTRATIVE QUESTIONS FOR
GOVERNING BOARDS TO CONSIDER

Does the board invite discussion and
questions regarding matters before it?

How does the board encourage full
engagement by board members and
enforce attendance requirements?

How does the board involve experts to
facilitate and enhanceits
understanding of matters before it?

How does the board assess its own
performance in fulfilling its fiduciary
duties?

Source: AGB Board of Directors’ Statement on the
Fiduciary Duties of Governing Board Members,
dated July 2015.

While governing boards act as a body, the fiduciary duties applied by law and best
practice fall on individual board members. Each has a personal responsibility to



ensure that he or she is up to the task and fulfilling his or her obligations. Effective
board members must be more than names on a masthead. They must be fully
engaged. They must attend meetings, read and evaluate the materials, ask questions
and get answers, honor confidentiality, avoid conflicts of interest, demonstrate
loyalty, understand and uphold mission, and ensure legal and ethical compliance.
Those who cannot do so must step down and allow others to take their place. The
success and sustainability of the institution and the protection of board members
from personal liability require nothing less.

The University of Tennessee System

Through expansion, acquisitions, and school mergers, the UT System has grown to
encompass four primary campuses: Knoxville, Chattanooga, Martin, and the UT Health Science
Center located in Memphis (see Exhibit 2).

Exhibit 2
Map of UT’s Primary Campuses

(5

THE UNIVERSITY OF THE UNIVERSITY OF THE UNIVERSITY OF  THE UNIVERSITY OF
TENNESSEE ~ TENNESSEE TENNESSEE TENNESSEE
HEALTH SCIENCE CENTER MARTIN m KNOXVILLE
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&

Source: https://tennessee.edu/campus-guide/.

In fall 2018, the UT System had a total enrollment of 50,810 students, including 40,043
undergraduate students and 10,767 graduate students. In 2018, the UT System awarded 11,805
degrees, including

e 8,301 bachelor’s degrees,

e 30 education specialist degrees,

e 27221 master’s degrees,

e 648 doctoral degrees, and

e 605 professional degrees in fields such as law, veterinary sciences, and medicine.



In addition to the four campuses, the UT System also includes other institutions, such as
the Institute of Agriculture (in Knoxville), the Institute for Public Service (in Knoxville), and the
UT Space Institute (in Tullahoma), as well as the Oak Ridge Institute at the University of
Tennessee. Overall, the UT System occupies a physical presence in each of the state’s 95 counties.

University of Tennessee, Knoxville

The University of Tennessee, Knoxville (UTK) is the original campus of UT. The
institution was founded in 1794 as Blount College in Knoxville, Tennessee. In 1807, the school
became a state institution, renamed the East Tennessee College, and in 1840, the Tennessee
General Assembly passed legislation to rename it the East Tennessee University. Through passage
of Chapter 12 of the Acts of 1868-1869, the Tennessee General Assembly designated the university
as the state’s recipient of the federal Morrill Act of
1862, granting the university federal land to use or
sell for educational purposes. Finally, on March 10,
1879, the General Assembly again renamed the Mission Statement: The primary
university, this time to the University of Tennessee. mission of the University of Tennessee

is to move forward the frontiers of
human knowledge and enrich and
elevate the citizens of the state of
Tennessee, the nation, and the world.
As the preeminent research-based
land-grant university in the state, UT
embodies the spirit of excellence in
teaching, research, scholarship,
creative activity, outreach, and
engagement attained by the nation’s
finest public research institutions.

Fall 2018 Enrollme 2018-2019 Undergraduate Tuition and Fees**
Undergraduate 22,815 $13,006

Graduate — Academic 5,350

Graduate — Professional’ 729 Fall 2018 Full-time Instructional Faculty
Total Enrollment | 28,894 1,586

*Enrollment includes UT Institute of Agriculture, UT Space Institute, and Veterinary Medicine students.

** Amount includes general maintenance and other mandatory fees and does not include optional fees.

tGraduate — Professional enrollment includes doctorate degrees in medicine, dentistry, pharmacy, law, and
Veterinary Medicine programs.

Source: Enrollment and faculty data provided by UTK; tuition and fees data provided by the Tennessee Higher

Education Commission (THEC).
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University of Tennessee at Chattanooga

The University of Tennessee at Chattanooga (UTC) can trace its history to Chattanooga
University, founded in 1886. The private, religious school consolidated with other colleges and
eventually became the University of Chattanooga. In 1969, the University of Chattanooga and a
junior college, Chattanooga City College, merged with the University of Tennessee to form UTC.

Mission Statement: The University of
Tennessee at Chattanooga is a driving
force for achieving excellence by
actively engaging students, faculty
and staff, embracing diversity and
inclusion, inspiring positive change
and enriching and sustaining our

community.
Undergraduate 10,195 $8,664
Graduate 1,393
Total Enrollment | 11,588
466

* Amount includes general maintenance and other mandatory fees and does not include optional fees.
Source: Enrollment and faculty data provided by UTC; tuition and fees data provided by THEC.

University of Tennessee at Martin

The University of Tennessee at Martin (UTM) is located at the former site of the Hall-
Moody Institute, a religious school founded in 1900 and named for two Baptist ministers. In 1927,
the Tennessee General Assembly authorized the funds for the University of Tennessee Junior
College to purchase the Hall-Moody campus as the site of this junior college. In 1957, the General
Assembly enacted legislation to make the junior college a four-year institution, renaming it the
University of Tennessee, Martin Branch. In 1967, the school was renamed the University of
Tennessee at Martin.



University of Tennessee at
Martin

Mission Statement:

The University of Tennessee
at Martin educates and
engages responsible citizens
to lead and serve in a diverse
world.

Fall 2018 Enrollment 2018-2019 Undergraduate Tuition and Fees*

Undergraduate 6,674 $9,512
Graduate 374
Total Enrollment 7,048 Fall 2018 Full-time Faculty

293

* Amount includes general maintenance and other mandatory fees for full-time students with less than 90
completed school credit hours. The amount does not include optional fees.
Source: Enrollment and faculty data provided by UTM; tuition and fees data provided by THEC.

The UT Health Science Center, located in Memphis and founded in 1911, has a mission
to improve the health and well-being of Tennesseans and the global community by fostering
integrated, collaborative, and inclusive education, research, scientific discovery, clinical care, and
public service. The UT Health Science Center has the following six colleges housed within it:

e Dentistry,
e (Graduate Health Sciences,
e Health Professions,
e Medicine,
e Nursing, and
e Pharmacy.
According to the campus’s website,* the UT Health Science Center has educated 75% of

Tennessee’s dentists, 40% of its pharmacists, and 40% of the state’s physicians. Additionally, the
campus claims that approximately 80% of its Health Professions graduates stay in Tennessee.

4 https://uthsc.edu/.



UT Health Science Center

Mission Statement: The mission
of the University of Tennessee
Health Science Center is to
improve the health and well-
being of Tennesseans and the
global community by fostering
integrated, collaborative, and
inclusive education, research,
scientific discovery, clinical
care, and public service.

Fall 2018 Enrollme Fall 2018 Tuition and Fees
Undergraduate 359 Varies by school and residency status

Graduate — Academic 1,133
Graduate — Professional 1,788 Fall 2018 Regular and Full-time Faculty
Total Enrollment 3,280 1,724

*Fall 2018 enrollment excludes residents in health sciences.

tGraduate — Professional enrollment includes graduate degrees in medicine, dentistry, pharmacy, nursing, health
sciences, and health professions programs.

Source: UTHSC enrollment and faculty information obtained from https://uthsc.edu/institutional-
effectiveness/factbook.php.

Other Institutions

Although not included within the scope of this audit, the UT System includes four institutes
that serve to further the mission of the university. These four institutes foster research, outreach,
and educational in a variety of areas.

The statewide UT Institute of Agriculture is part of UT’s mission of educating,
researching, and applying knowledge. The institute’s four major units contribute to improving the
quality of life and enhancing the agricultural economics, environment, and health of Tennesseans,
providing services to students, families, farmers, businesses, and the general public. The four
divisions include the following:

e The Herbert College of Agriculture offers academic programs in a variety of natural
and social science-based disciplines that apply to the food, fiber, and natural resources
systems.

e The College of Veterinary Medicine serves pet owners, zoos, and the livestock
industry; protects public health; enhances medical knowledge; and generates economic
benefits to the state and nation.
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e The AgResearch Program allows faculty to conduct world-class research programs in
a variety of areas including crop breeding and genetics, soil conservation, no-till crop
production, cattle reproduction, wood product development, and many others.

e The UT Extension Program has an office in every county of Tennessee and delivers
research-based educational programs that improve lives, build stronger families, and
strengthen communities.

On June 21, 2019, the UT Board voted to unify the institute with UTK “to elevate the
impact and reputation” of both the institute and the Knoxville campus. Before the change, a
Chancellor of the UT Institute of Agriculture headed the UT Institute of Agriculture; afterward,
the position became the Senior Vice President and Senior Vice Chancellor of the UT Institute of
Agriculture, who reports to both the UTK Chancellor and the UT President.

The Institute for Public Service (IPS), a branch of the UT Knoxville campus, provides
university expertise for communities and workplaces by consulting daily with government, law
enforcement, and industry leaders to improve the lives of Tennesseans. IPS is headed by a Vice
President of Public Service, who reports directly to the UT President and leads the following six
agencies:

o The Center for Industrial Services works with Tennessee’s business leaders to identify
opportunities for economic growth, understand the government contract procurement
process, and attract new businesses to their communities.

e The County Technical Assistance Service provides technical consulting and training to
assist officials in all areas of county government operations.

e The Law Enforcement Innovation Center expands capabilities of law enforcement
personnel by providing training that improves the quality of policing.

e The Municipal Technical Advisory Service assists cities and towns with the training
and information necessary to support informed decisions and develops valuable
solutions to the issues and concerns facing these communities.

e The Naifeh Center for Effective Leadership provides training and professional
development for leaders at all levels, from the emerging supervisor to the experienced
executive.

e The Tennessee Foreign Language Center, formerly the Tennessee Foreign Language
Institute administratively linked to the Tennessee Board of Regents,’ coordinates and
provides foreign language skills needed by state government by researching the most
effective methods of foreign language instruction and disseminating that information,
and by improving the language skills and teaching methods of foreign language
instructors at all levels in the state’s schools, colleges, and universities.

5 In compliance with Chapter 932 of the Public Acts of 2018, the Tennessee Foreign Language Institute was
reestablished as the Tennessee Foreign Language Center and transferred from the Tennessee Board of Regents to the
University of Tennessee Institute for Public Service, effective July 1, 2018.
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The University of Tennessee Space Institute, a branch of the UT Knoxville campus, is a
graduate education and research institution located in Tullahoma, Tennessee, adjacent to the U.S.
Air Force Arnold Engineering Development Center. The UT Space Institute supports the Arnold
Engineering Development Center in maintaining state-of-the-art expertise in both technical and
managerial ranks. The institute is headed by an Executive Director, who reports to the UTK
Chancellor.

On June 21, 2019, the UT Board approved the the creation of the Oak Ridge Institute at
the University of Tennessee. This institute will coordinate the joint activities of UT and the Oak
Ridge National Laboratory—the largest U.S. Department of Energy science and energy
laboratory—conducting basic and applied research in a broad range of scientific and engineering
discipines, including energy, genetics, and security. According to the Education, Research, and
Service Committee of the UT Board, the Oak Ridge Institute at UT “will serve as UT’s
administrative umbrella for all joint activities and will allow coordinated expansion of graduate
education programs to prepare the next generation of scientists and engineers for a global economy
that demands interdisciplinary problem-solving, teamwork, and rapid innovation.”

UT Advisory Boards

Effective July 1, 2018, Chapter 657 of the Public Acts of 2018, the UT FOCUS Act,
established four advisory boards, one for each UT campus—Knoxville, Martin, Chattanooga, and
the UT Health Science Center in Memphis. Each seven-member advisory board has the following
membership criteria:

e 5 members are appointed by the Governor and confirmed by the Tennessee Senate and
House of Representatives;

e | member must be a full-time faculty member of the respective UT institution
appointed by the faculty senate or its equivalent; and

¢ 1 member must be a student of the respective UT institution and appointed in a manner
determined by the respective advisory board.

Section 49-9-503, Tennessee Code Annotated, provides the following responsibilities for
each advisory board:

(1) Submit a recommendation, in accordance with the process established pursuant
to § 49-9-209(d)(1)(N), regarding the proposed operating budget, including
tuition and fees, as it relates to the respective institution;

(2) Submit a recommendation, in accordance with the process established pursuant
to § 49-9-209(d)(1)(O), regarding the strategic plan for the respective
institution;

(3) Advise the chancellor of the respective University of Tennessee institution
regarding university operations and budget, campus master plan, campus life,
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academic programs, policies, and other matters related to the institution and as
may be requested by the chancellor from time to time;

(4) Under the leadership of the chancellor of the respective institution, seek to
promote the overall advancement of the institution and the University of
Tennessee system;

(5) Advise the board of trustees or president of the University of Tennessee system
on matters related to the institution and the University of Tennessee system as
may be requested by the president or board of trustees from time to time; and

(6) Be subject to the open meetings laws, compiled in title 8, chapter 44.

Pursuant to Section 49-9-209, Tennessee Code Annotated, the UT Board must establish
two processes for the UT advisory boards. First, the UT Board must develop a process for each
advisory board to provide a recommendation to the President on the proposed operating budget
each year, including tuition and fees. Second, the UT Board must implement a process that allows
advisory boards to provide recommendations to the President concerning the campus’ strategic
plans. Each of these processes must be approved or adopted for any annual operating budget or
strategic plan adopted after January 1, 2019.

The Tennessee Higher Education Commission

The Tennessee Higher Education Commission
(THEC) serves as the coordinating authority for
implementing Tennessee’s statewide higher education REETTIRTRe [ H e lileitelZ RO
public and fiscal policy. The Tennessee General RRUEIRGERIEHNUEINERERIED
Assembly created THEC in 1967 to facilitate a [EIBlelETlIfNNIil-RA1 RS EIEES
coordinated and unified public postsecondary mission [eelelalelysl[oRe [V leTeTaa =ToY MRVVIeT4 s o] (e
across higher education institutions in Tennessee. [REVEITINEINIRETTCREEITREE LT
Pursuant to Section 49-7-202, Tennessee Code Annotated, RREANLTAIIEEEHToRe[F:{=IRe]felo[Fai[o]]
THEC develops a statewide master plan® for the future JRVILIIRGISEIEENE LA ool
development of public universities, community colleges, RUHAEELICIHCRINVNI
and colleges of applied technology. Among THEC’s [RUSICECUENWESCIRCIi{EERERIRG

other statutory responsibilities are realize statewide efficiencies through
institutional collaboration.

Statewide Master Plan

e establishing annual tuition and fee increase
parameters;

e reviewing and approving new academic programs;
e developing and utilizing an outcomes-based funding model for institutions;
e recommending the operating and capital budgets for public higher education; and

e serving as the authorizing entity for the state’s private postsecondary institutions.

¢ THEC’s Master Plan for Tennessee Postsecondary Education for 2015 through 2025 is available at
https://www.tn.gov/thec/about-thec-tsac/master-plan/master-plan.html.

13



THEC and the UT Board

The UT Board is responsible for the strategic direction of the UT System, including
establishing system-wide policies and goals. Similarly, THEC is responsible for statewide
postsecondary strategic decisions, ensuring that public colleges and other institutions are aligned
with the state’s mission and values. For UT to offer new programs of study, the UT Board requires
THEC approval. THEC, in conjunction with school systems including UT, school campuses, and
state government representatives, establishes an outcomes-based funding formula to incentivize
academic success, such as degree completion rates.

Like the UT Board, THEC appears in the Tennessee Governmental Entity Review Law,
compiled in Title 4, Chapter 29, Tennessee Code Annotated. THEC is not included within the
scope of this audit report, and we do not conclude on THEC’s compliance with laws, regulations,
and internal policies. Instead, we conclude on the UT Board and the UT System’s compliance
with various THEC regulations and policies and provide information on THEC’s responsibilities
as they relate to the UT System’s operations and strategic decisions.
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AUDIT SCOPE

Our audit scope included a review of internal controls and compliance with laws,
regulations, policies, procedures, and provisions of contracts or grant agreements. We present our
primary results in the UT Board of Trustees’ Oversight Responsibilities and the UT Board of
Trustees’ Composition and Administrative Duties sections. UT Board Oversight includes the
results of our review of the UT Board’s statutorily required oversight of the UT System, including
the UT Board’s compliance with the statutory changes enacted by the UT Focusing on Campus
and University Success Act, effective July 1, 2018. UT Board Administration includes the
results of our review of the UT Board’s composition and meeting requirements. We provide more
detailed information concerning the UT System and campus operating areas. These areas include

» Campus Security and Safety,

Mental Health Services,

Student and Faculty Engagement,
Facilities,

Strategic Plans and Performance Measures,

Tuition Affordability, and

YV V.V V V V

Athletics Programs.

The chief goals of a governing body are to provide strategic direction to its organization
and to hold management accountable for the operations of the organization. The UT Board must
work to preserve and protect the UT System’s reputation by helping define, support, and protect
its mission. To assess the effectiveness of the UT Board and its oversight of the UT System, we
interviewed UT Board members, management, and staff; gathered records and data; and performed
audit work within each UT campus.

The UT Board and UT management are responsible for establishing and maintaining
effective internal control and for complying with applicable laws, regulations, policies, procedures,
and provisions of contracts and grant agreements.

For our sample design, we used nonstatistical audit sampling, which was the most
appropriate and cost-effective method for concluding on our audit objectives. Based on our
professional judgment, review of authoritative sampling guidance, and careful consideration of
underlying statistical concepts, we believe that nonstatistical sampling provides sufficient,
appropriate audit evidence to support the conclusions in our report. Although our sample results
provide reasonable bases for drawing conclusions, the errors identified in these samples cannot be
used to make statistically valid projections to the original populations. We present more detailed
information about our methodologies in the individual sections of this report.

We conducted our audit in accordance with generally accepted government auditing

standards. Those standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our
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audit objectives. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives.

As part of our audit objectives, our work included areas related to the power and authority
of the Tennessee Higher Education Commission and the State Building Commission. The
Comptroller of the Treasury is an ex-officio, voting member of the Tennessee Higher Education
Commission and the State Building Commission. We do not believe the Comptroller’s service on
these commissions affected our ability to conduct an independent audit.

PRIOR AUDIT FINDINGS

REPORT OF ACTIONS TAKEN ON PRIOR AUDIT FINDINGS

Section 8-4-109(c), Tennessee Code Annotated, requires that each state department,
agency, or institution report to the Comptroller of the Treasury the action taken to implement the
recommendations in the prior audit report. The prior audit report of Higher Education Entities,
including the Tennessee Board of Regents, the University of Tennessee Board of Trustees, the
Tennessee Student Assistance Corporation, and the Tennessee Higher Education Commission, was
dated December 2017 and did not contain any findings related to the UT Board. However, the
audit report contained four findings and one observation related to the Tennessee Foreign
Language Institute, which was then administratively linked to the Tennessee Board of Regents.

The Tennessee Foreign Language Institute filed its corrective action report with the
Comptroller of the Treasury on January 3, 2018.

STATUTORY CHANGE TO THE TENNESSEE FOREIGN LANGUAGE INSTITUTE

In compliance with Chapter 932 of the Public Acts of 2018, the Tennessee General
Assembly reestablished the Tennessee Foreign Language Institute as the Tennessee Foreign
Language Center. The statutory change eliminated the institute’s governing board and transferred
the center’s administration to the UT Institute for Public Service, effective July 1, 2018.
Additionally, Chapter 932 transferred the center’s endowment fund from the State Treasury to the
UT Institute for Public Service.

RESOLVED AUDIT FINDING AND OBSERVATION
Due to the statutory changes concerning the administration of the Tennessee Foreign

Language Center and its endowment fund, the current audit disclosed that the following finding
(1) and observation’ (2) no longer applied to the Tennessee Foreign Language Center:

7 Our December 2017 performance report also included an observation related to the locally governed institutions.
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1. The Tennessee Foreign Language Institute should ensure that it is distinct from the
nonprofit TFLI Fund.

2. Powers of the Tennessee Foreign Language Institute governing board are vaguely
defined and weak, and board member attendance at meetings was inconsistent.

FOLLOW-UP ON REMAINING AUDIT FINDINGS
The prior audit report also contained the following audit findings:
e The Tennessee Foreign Language Institute has weak internal controls over cash

receipting and accounting.

e The Tennessee Foreign Language Institute relies on a small number of contracts for
revenue and has no oversight of these contracts.

e The Tennessee Foreign Language Institute should continue to expand its efforts to
provide services outside of Middle Tennessee.

As of May 31, 2019, management and staff of the Tennessee Foreign Language Center and
the UT Institute for Public Service have taken actions to apply UT Institute for Public Service
policies to the center’s operations and increase the scope of the center’s activities. Additionally,
the UT System’s Office of Audit and Compliance is conducting a review of the center during
calendar year 2019. We will not repeat the audit findings in this audit report; however, we will
further review these areas in a future engagement.

OTHER COMPTROLLER’S OFFICE REPORTS

Multiple divisions within the Comptroller’s Office have released reports involving UT
since September 1, 2017. These offices include

e the Division of State Audit;
e the Division of Investigations; and

e the Office of Research and Education Accountability.

We exhibit selected findings, results, and recommendations from these reports in Appendix 4.
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UNIVERSITY OF TENNESSEE BOARD OF TRUSTEES’ OVERSIGHT RESPONSIBILITIES

With the April 4, 2018, passage of Chapter 657 of the Public Acts of 2018, named the
University of Tennessee Focusing on Campus and University Success (FOCUS) Act, the
Tennessee General Assembly enacted various changes to Title 49, Chapter 9, Tennessee Code
Annotated, as it relates to the UT System governance. Among other statutory changes, the UT
FOCUS Act reduced the number of trustees from 27 to 12; decreased the number of required
standing committees; and added and revised the powers and oversight responsibilities of the
University of Tennessee Board of Trustees (UT Board). The UT FOCUS Act also created advisory
boards, one for each UT campus (Knoxville, Chattanooga, Martin, and the UT Health Science
Center).

We divide our discussion of the UT Board’s oversight responsibilities into four discrete
areas:
General Oversight Responsibilities;
Oversight of Academic Programs;
UT Advisory Boards; and
UT Board Appointment of the UT President and Approval of UT Chancellors.

b=

General Oversight Responsibilities

The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) serve as best practices for instituting internal control in state
agencies. The Green Book establishes that an oversight body, such as the UT Board, “is
responsible for overseeing the strategic direction of the entity and obligations related to the
accountability of the entity. This includes overseeing management’s design, implementation, and
operation of an internal control system.”

Section 49-9-209 Tennessee Code Annotated, establishes various oversight responsibilities
for the UT Board. Pursuant to Section 49-9-209(d)(1)(P), the UT Board should

Exercise general control and oversight of the University of Tennessee system and
its institutions, delegating to the president the executive management and
administrative authority necessary and appropriate for the efficient administration
of the system or necessary to carry out the mission of the system, and delegating to
each chancellor the executive management and administrative authority necessary
and appropriate for the efficient administration of such chancellor’s institution and
its programs, subject to the general supervision of the president. The president shall
exercise administrative authority over the chancellors.

Additionally, per Section 49-9-209(d)(1)(T), the Board has the authority to “exercise all powers

and take all actions necessary, proper, or convenient for the accomplishment of the university’s
mission and the responsibilities of the board.”
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Section 49-9-209(d)(1), Tennessee Code Annotated, as revised by the UT FOCUS Act,
assigns a number of specific duties and responsibilities to the UT Board. This statute states that
the UT Board should

(F) Have full authority and control over all university funds, whether appropriated
from state revenues or institutional revenues, except authority to reallocate
funds appropriated for a specific purpose or funds appropriated pursuant to the
outcomes-based funding formula, and shall annually adopt an operating
budget, set tuition and fees, and take all actions necessary and appropriate to
ensure the financial stability and solvency of the University of Tennessee
system;

(G) Confirm the salaries of all employees of the University of Tennessee system
and the individual institutions by adoption of the annual operating budget for
the university;

(H) Have authority to adopt policies governing the granting and removal of tenure
for faculty members;

(I) Approve policies governing student conduct;

(J) Oversee and monitor the operation of the intercollegiate athletics programs of
the university, including proposed actions reasonably anticipated to have a
long-term impact on the operations, reputation, and standing of the
intercollegiate athletics programs or the university;

(K) Evaluate student financial aid in relation to the cost of attendance and approve
any necessary policies to improve the availability of financial aid that are in
the best interest of students, the university, and the state;

(L) Monitor the university’s nonacademic programs, other than athletics,
including programs related to diversity and monitor compliance of
nonacademic programs with federal and state laws, rules, and regulations; and

(M) Evaluate administrative operations and academic programs periodically to
identify efficiencies to be achieved through streamlining, consolidation,
reallocation, or other measures.

Furthermore, Section 49-9-209(e), Tennessee Code Annotated, states

(1) The board of trustees shall also have full power and authority to make bylaws,
rules, and regulations for the governance of the university and the promotion
of education in the university that in the board’s opinion may be expedient or
necessary.

(2) The bylaws, rules, and regulations shall not be inconsistent with the
constitution and laws of the United States or of this state.
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Oversight of Academic Programs

As the governing body of the UT System, the UT Board oversees educational and
operational activities. Tennessee Code Annotated establishes certain responsibilities for the board
regarding academic programs:

e Section 49-9-209(d)(1)(M) requires the board to “evaluate administrative operations
and academic programs periodically to identify efficiencies to be achieved through
streamlining, consolidation, reallocation, or other measures.”

e According to Section 49-9-209(f), “The president and chancellors of the university,
with the advice and consent of a majority of the board, are authorized to confer any
bachelor’s, master’s, or doctoral degree approved by the board of trustees upon
certification by the appropriate university offices that a student has satisfied all degree
requirements and all obligations to the university.”

See Table 1 for the number of academic programs at the UT Knoxville, Chattanooga, and
Martin campuses.

Table 1
Academic Program Accreditation Status
School Year 2017-2018

No. of No. of Programs Total
Institution Accredited Seeking Accreditable
Programs Accreditation Programs

UT Knoxville 66 3 69

UT Chattanooga 40 3 43
UT Martin 22 1 23

Source: The Tennessee Higher Education Commission’s Tennessee Higher Education Fact Book 2018-19.

Tennessee Higher Education Commission

At the state level, the Tennessee Higher Education Commission (THEC) possesses sole
authority over the creation of new academic programs. THEC’s approval process for new
academic programs is described in its Policy A 1.0, “New Academic Program: Approval Process”
(see Exhibit 3).
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Exhibit 3
Excerpt From Tennessee Higher Education Commission’s Policy
“New Academic Program: Approval Process”

Scope and Purpose. In accordance with Chapter 179 of the Legislative Act creating the Higher
Education Commission in 1967, the Commission has the statutory responsibility to review and
approve new academic programs, off-campus extensions of existing academic programs, new
academic units (divisions, colleges, schools, and departments) and new instructional locations for
public institutions of higher education in the State of Tennessee. These responsibilities shall be
exercised so as to:

= promote academic quality;

= maximize cost effectiveness and efficiency to ensure that the benefits to the state outweigh
the costs and that existing programs are adequately supported;

= fulfill student demand, employer need and societal requirements;

= avoid unnecessary duplication and ensure that proposed academic programs cannot be
delivered more efficiently through collaboration or alternative arrangements; and

= encourage cooperation among all institutions, both public and private.

These expectations for program quality and viability are underscored by Tennessee Code Annotated
§49-7-202 as amended. This statute directs public higher education to:

= address the state’s economic development, workforce development and research needs;
=  ensure increased degree production within the state’s capacity to support higher education;
and

= use institutional mission differentiation to realize statewide efficiencies through
institutional collaboration and minimized redundancy in degree offerings, instructional
locations, and competitive research.

The policy also states that THEC typically considers proposals for new academic programs
at each of its regularly scheduled meetings and dictates that the institution’s governing board
approve the given program before THEC acts.

Additionally, THEC has oversight of post-approval monitoring. THEC generally monitors
a new program for five to seven years after it has been approved. This review includes the
program’s data for student enrollment, graduation rate, and fiscal expenditures. After the first five
to seven years, THEC transitions monitoring to the university.

University of Tennessee Academic Department

On a 10-year cycle from each academic program’s starting date, external evaluators
(normally department heads at aspirational peer universities for that academic program) complete
areview. The evaluators prepare a report for the university that describes the program’s strengths
and weaknesses. The external evaluators then return after five years for a mid-cycle review.
Before the evaluators return, the program must prepare a report chronicling corrective actions
taken as a result of the first report. At the end of the 10-year cycle, a new team of external
evaluators comes to perform another program review.
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Southern Association of Colleges and Schools

The Southern Association of Colleges and Schools (SACS) Commission on Colleges
serves as the regional body for the accreditation of degree-granting higher education institutions
in the Southern states, including Tennessee. SACS-accredited public universities totaled 480 as
of July 2019. To gain or maintain SACS accreditation, an institution must comply with the
standards contained in the Principles of Accreditation: Foundations for Quality Enhancement and
with the commission’s policies and procedures. According to the Principles of Accreditation:
Foundations for Quality Enhancement, SACS accreditation signifies that the institution

1. has a mission appropriate to higher education;

2. has resources, programs, and services sufficient to accomplish and sustain that
mission; and

3. maintains clearly specified educational objectives that are consistent with its
mission and appropriate to the degrees [it] offers, and that indicate whether it is
successful in achieving its stated objectives.

The principles further state, “The institution’s governing board holds in trust the
fundamental autonomy and ultimate well-being of the institution. As the corporate body, the board
ensures both the presence of viable leadership and strong financial resources to fulfill the
institutional mission. Integral to strong governance is the absence of undue influence from external
sources.”

Accredited universities must periodically undergo a reaffirmation process.

UT Advisory Boards

Each of the four campus advisory boards consists of five Governor-appointed members
who require legislative confirmation by joint resolution. Each advisory board also features a
faculty member appointed by the Faculty Senate and a student member appointed by the advisory
board. Section 49-9-502, Tennessee Code Annotated, mandates that the advisory boards meet
three times annually and reach a four-member quorum. Section 49-9-503, Tennessee Code
Annotated, defines the responsibilities for UT advisory boards, including providing
recommendations concerning campus strategic plans and operating budgets and fulfilling open
meeting requirements.®

As dictated by Section 49-9-209(d)(1)(N), Tennessee Code Annotated, the UT Board must
establish a process for the advisory boards to submit recommendations to the UT President for the
operating budget, including tuition and fees, as it relates to their respective campus. Likewise,

8 The Open Meetings Act, commonly known as the Sunshine Law, establishes that it is “the public policy of the state
that the formation of public policy and decisions is public business and shall not be conducted in secret.” The Open
Meetings Act requires that meetings be open to the public and given adequate public notice, and that minutes “contain
a record of the persons present, all motions, proposals and resolutions offered, the results of any votes taken, and a
record of individual votes in the event of a roll call.” The Open Meetings Act can be found in Section 8-44-101 et
seq., Tennessee Code Annotated.
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Section 49-9-209(d)(1)(O) requires the UT Board to provide a process for advisory boards to
provide recommendations on the strategic plan to the UT President for their campuses. On March
1, 2019, the UT Board approved the following system-wide policies:

BT0025 — Process for the Campus Advisory Board to Submit a Recommendation to the
President on the Proposed Strategic Plan for the Campus

BT0026 — Process for the Campus Advisory Board to Submit a Recommendation to the
President on the Annual Operating Budget

UT Board Appointment of the UT President and Approval of the UT Chancellors

As one of the primary duties of the UT Board, the trustees appoint and oversee the actions
of the UT President. Pursuant to Section 49-9-209(d)(1), the UT Board is required to

(A) Appoint a chief executive officer of the University of Tennessee system, who
shall be the president of the University of Tennessee system. The president
shall serve at the pleasure of the board, subject to the terms of any written
employment contract approved by the board,

(B) Define the president’s duties, including the president’s administrative duties
with respect to the system and the individual institutions of the system and,
within budgetary limitations, fix the president's compensation and other terms
of employment;

(C) Approve, upon the recommendation of the president, the appointments of
persons to fill vacant or new positions as chancellors of the campuses and
the Institute of Agriculture and, within budgetary limitations, approve their
initial compensation and other terms of employment. The chancellors shall:

(1) Report directly to the president. The president shall have authority to
annually evaluate the chancellors and to annually set their
compensation and other terms of employment; and

(i1) Serve at the pleasure of the president. The president shall have
authority to remove the chancellors at any time without the approval of
the board of trustees . . .

(E) Have the power to remove the president at any time.
With the passage of Chapter 770 of the Public Acts of 2018 on April 5, 2018, the General

Assembly amended statute by adding Section 49-7-154(c), Tennessee Code Annotated, related to
UT President search committees. This subpart stipulates that

e Prior to initiating a search, the governing board must hold a public meeting to
establish the search process, timeline, and a statement of qualifications for the
position;

e A search committee may select up to three candidates to be recommended to
the governing board;
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e No later than 15 calendar days before the final vote on the appointment, the
records relating exclusively to the candidates identified will be open to public
inspection, unless otherwise confidential under state or federal law; and

e No later than seven calendar days before the vote on the appointment, the
governing board must hold at least one public forum with the candidate.

Section 6.4(b) of the UT Board Bylaws provides the following directions:

When the Chair of the Board deems it appropriate to proceed to fill a vacancy in
the office of President by an external search, the Chair shall recommend to the
Board a process and timeline for the search and a statement of qualifications for the
position. The search process shall include a search committee composed as the
Board determines to be appropriate, upon the recommendation of the Chair,
notwithstanding any other provision in these Bylaws.

According to Section 6.4(a) of the UT Board Bylaws, “[w]hen a vacancy or notice of an
impending vacancy occurs in the office of President, the Board or the Executive Committee shall
appoint an interim or acting President.” Additionally, per Section 6.5(a), “the President is
authorized to appoint an interim or acting Chancellor” when a Chancellor vacates, or gives notice
to vacate, his or her office.

2018 Termination of UT Knoxville Chancellor and 2019 Retirement of UT President

At the beginning of 2018, UT’s President announced to Governor Bill Haslam and the
former UT Board Vice Chair his desire to step down toward the end of 2018, giving the board
some transition time to identify his replacement. On April 4, 2018, the General Assembly passed
the UT FOCUS Act, which vacated and reconstituted the existing board as of July 1, 2018. On
May 2, 2018, the UT President terminated the former UTK Chancellor’s employment, appointing
an Interim Chancellor the next day.

The current UT Board held its inaugural meeting on August 1, 2018, during which it elected
the Chair and assigned members to the 4 standing committees. At that time, only 7 of the 10
Governor-appointed members had received legislative confirmation. On September 17, 2018, the
President formally announced his accelerated retirement, ending his duties on November 21, 2018,
with formal retirement set for February 14, 2019. On September 25, 2018, the UT Board’s 7
members met for the second time and passed Resolution 007-2018 on the Board Chair’s
nomination, appointing the Interim President with zero salary; an annual stipend of $10,000 for
insurance reimbursement; and a term beginning November 22, 2018, extending up to 24 months
or until the appointment of a new President, following an external search.

In an article published November 26, 2018, the newly appointed Interim President stated
that one of his first priorities was “making sure we have a great successor” for both the UTK
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Chancellor and the UT President.” On November 28, 2018, the Interim President announced the
search committee for the permanent UTK Chancellor position (see Table 2).

Table 2
2019 UT Knoxville Chancellor Search Committee
Announced November 28, 2018

Name Position

Keith Carver Chancellor, UT Martin

Misty Anderson Faculty Senate President and Lindsay Young Professor of
English, UT Knoxville

Chip Bryant Vice Chancellor for Advancement, UT Knoxville

Mark Dean Interim Dean of the Tickle College of Engineering, UT Knoxville

Bill Fox Randy and Jenny Boyd Distinguished Professor and Director of
the Boyd Center for Business and Economic Research, UT
Knoxville

Ovi Kabir Student Government Association President, UT Knoxville

Amy Miles UT Board Member, Chair of the Audit and Compliance
Committee

Donnie Smith UT Board Member, Chair of the Education, Research, and
Service Committee

Michael Smith-Porter | Project Coordinator, Student Recruitment, UT Knoxville

Cara Sulyok Graduate Student Senate President, UT Knoxville

Thomas Zacharia Director, Oak Ridge National Laboratory

Source: https:/Tennessee.edu/execsearch/ut-knoxville-chancellor/search-committee/ and UT System News,
November 28, 2018.

The search committee announced four finalists on April 10, 2019 (see Table 3). Each
finalist participated in a one-hour open public forum, which was live-streamed.

® Source: https://www.knoxnews.com/story/news/education/2018/11/26/randy-boyd-university-tennessee-interim-
president-ut/1977333002/.
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Table 3

2019 UT Knoxville Chancellor Nominees and Open Forum Schedule

Name
Donde Plowman

Announced April 10, 2019

Title Open Forum Information
Executive Vice Chancellor and Chief Tuesday, April 16, 2019
Academic Officer at the University of 2:30 —3:30 p.m.

Nebraska-Lincoln Student Union Auditorium
Brian Noland President of East Tennessee State Wednesday, April 17, 2019

University 2:30 - 3:30 p.m.

Student Union Auditorium

William Tate Dean of the Graduate School and Vice Thursday, April 18, 2019

Provost for Graduate Education at 9:45 - 10:45 a.m.

Washington University (St. Louis) Student Union Auditorium
Bill Hardgrave Provost and Senior Vice President for Thursday, April 18, 2019

Academic Affairs at Auburn University | 3:00 — 4:00 p.m.
Room 101 Strong Hall

Source: University of Tennessee System News, April 10, 2019.

On April 26, 2019, the Interim President announced the selection of the recommended
candidate, pending the approval of the UT Board. The UT Board approved the appointment on

May 3, 2019.

Audit Results

1. Audit Objective:

Conclusion:

2. Audit Objective:

Conclusion:

3. Audit Objective:

Did the UT Board approve (according to the President’s recommendation)
appointments and initial salaries of Chancellors as designated in the bylaws,
pursuant to Section 49-9-209(d)(1)(C), Tennessee Code Annotated?

Based on a review of meeting minutes, the Interim President has only
appointed the UT Knoxville Chancellor. The UT Board approved this
appointment, including salary and tenure status, in a special meeting on May
3,2019.

To fulfill Section 49-9-209(d)(1)(M), Tennessee Code Annotated, did the
UT Board periodically evaluate academic programs to identify efficiencies?

Based on the UT Board meeting minutes, the Education, Research, and
Service Committee met on June 21, 2019, and discussed the list of academic
programs, ratification of actions to terminate or inactivate programs,
program modifications, and the addition of a new academic unit. The
Education, Research, and Service Charter does list the annual review of
academic programs as one of the other responsibilities of this committee.

As directed by Section 49-9-209(f), Tennessee Code Annotated, did the UT
Board have a process for approving the bachelor’s, master’s, and doctoral
degree programs that the university offers?
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Conclusion:

. Audit Objective:

Conclusion:

. Audit Objective:

Conclusion:

. Audit Objective:

Conclusion:

. Audit Objective:

Conclusion:

. Audit Objective:

Conclusion:

We determined that THEC had a new academic program creation process
that included the UT Board’s approval.

As established in Section 49-9-209(f), Tennessee Code Annotated, did the
UT Board provide advice and consent when the President and Chancellors
certified that students had satisfied all degree requirements and obligations
to the university?

Our review disclosed that the board provided advice and consent.

Did the UT Board guide the university to implement a mechanism to ensure
that it had the correct academic emphases to benefit the state?

Based on our testwork, by recommending that each campus create a
strategic plan, the UT Board created such a mechanism. Although THEC
did not play a role in determining the university’s academic emphases in
regard to the strategic plan, THEC is involved in areas that affect the
strategic plan. These areas include, but are not limited to, approving and
monitoring academic programs. In addition, THEC produces annual
Academic Supply and Occupational Demand reports.

Did the UT Board ensure that the university met Southern Association of
Colleges and Schools (SACS) standards?

Each of the university’s four main campuses currently has SACS
accreditation. The Knoxville campus last received reaccreditation in 2015
and will undergo reaffirmation in 2025; the Chattanooga campus last
received reaccreditation in 2011 and will undergo reaffirmation in 2022; the
Martin campus last received reaccreditation in 2013 and will undergo
reaffirmation in 2023; and the Health Science Center last received
accreditation in 2015 and will undergo reaffirmation in 2020.

Did the UT Board monitor the university’s nonacademic programs (other
than athletics) pursuant to Section 49-9-209(d)(1)(L), Tennessee Code
Annotated?

Based on our review, we determined that the UT Board should increase its
oversight over a number of nonacademic programs. See Findings 1 and 2
and Observation 3.

Did the UT Board establish bylaws, rules, and regulations covering the
governance of the university, in compliance with Section 49-9-209(e),

Tennessee Code Annotated?

The UT Board adopted bylaws at its inaugural meeting on August 1, 2018.
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10.

11.

12.

13.

14.

Audit Objective:

Conclusion:

Audit Objective:

Conclusion:

Audit Objective:

Conclusion:

Audit Objective:

Conclusion:

Audit Objective:

Conclusion:

Audit Objective:

Conclusion:

Did the UT Board develop a process for campus advisory boards to submit
recommendations to the UT President for campus strategic plans and
operating budgets, pursuant to Section 49-9-209(d)(1)(N) and (O)?

The UT Board developed a process for campus advisory boards to submit
strategic plan and operating budget recommendations to the UT President
as defined in System-wide Policy BT0025 and BT0026.

Did the UT Board engage in a transparent process when searching for and
appointing the Interim President?

While it did adhere to UT Board bylaws, the search process may have
benefited from increased transparency. See Observation 1 and Matter for
Legislative Consideration.

Did the UT Board enter into a written employment contract with the UT
Interim President to set his salary, establish its termination authority, and
define the President’s duties?

We determined that the UT Board did not enter into a written employment
contract with the Interim President. See Observation 2.

Did the search, recommendation, and appointment of the UT Knoxville
Chancellor comply with Sections 49-7-154(a) and 49-9-209(d)(1)(C),
Tennessee Code Annotated, and UT Board bylaws?

The UT Board approved the appointment, salary, and other terms of
employment for the UTK Chancellor. Since statute addresses the
appointment of Chancellors but not Interim Chancellors, we included a
Matter for Legislative Consideration.

Did the UT Board ensure that the President performed annual evaluations
of Chancellors, pursuant to Section 49-9-209(d)(1)(C)(i), Tennessee Code
Annotated?

Based on our review of UT Chancellor evaluations conducted during our
audit period, the former UT President conducted annual performance
evaluations in April 2018, and the current Interim UT President conducted
annual performance evaluations in April 2019.

Did the UT Board fulfill its responsibilities regarding the approval of the
UTHSC proposed ground lease?

Based on our testwork, the previous and current UT Board did not fulfill its

oversight and fiduciary responsibilities regarding this lease since this
decision was delegated to management. See Observation 4.
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Methodology to Achieve Objectives

To achieve all of our objectives, we reviewed pertinent sections of Tennessee Code
Annotated; online information and news articles; UT Board bylaws, minutes, meeting materials,
and archived videos; and UT Board committee charters. We also attended the June 21, 2019, UT
Board meeting and interviewed the key personnel, including the UT Board Chair.

To achieve our objective related to academic programs, we interviewed management and
staff with the UT Academic Department and THEC and reviewed THEC policies and procedures.
We researched SACS accreditation, including the 2019 Accreditation and Candidate list.

To achieve our objective related to annual evaluations, we reviewed the performance
evaluations conducted for calendar years 2017 and 2018, which were performed in 2018 and 2019
respectively.

To achieve our objective related to the UTHSC proposed ground lease, we reviewed online
information; UT Office of Audit and Compliance working papers; the UT Board and standing
committee charters, meeting minutes, and meeting materials; pertinent sections of Tennessee Code
Annotated; UT Board policies; State Building Commission policies, rules, and minutes; and THEC
policies and rules.

Finding 1 — The UT Board should work to increase communication, coordination, and
collaboration between the UT campuses

The UT Board oversees the UT University System, including its four main campuses.
Pursuant to Section 49-9-209(d)(1), Tennessee Code Annotated, the board appoints and delegates
daily supervision of the UT System to the President, who serves as the chief executive officer of
the UT System. The UT Board also appoints, at the President’s recommendation, Chancellors for
each of the four primary campuses.

Through delegation of authority, the UT Board maintains focus on strategic decisions. The
board develops bylaws and approves institution-wide policies for the UT System, while the
President and Chancellors are responsible for implementing directives and overseeing daily
operations. Delegating authority to Chancellors provides each campus a voice in the budget
process and allows hands-on leadership at the local campus level. UTK, UTC, UTM, and UTHSC
operate as autonomous units, complete with their own administrative and clerical staff, reporting
systems, daily policies and procedures, and attitudes of individuality. Each campus has its own
operating budget, recommended by its respective Chancellor and advisory board and submitted to
the President; the President ultimately submits a final budget to the UT Board for approval.
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The UT Board must also fulfill its
charge as described in Section 49-9-
209(d)(1)(T), Tennessee Code Annotated, to
“exercise all powers and take all actions
necessary, proper, or convenient for the
accomplishment of the university’s
mission.” The mission of the UT System
includes, “through its multiple campuses
and institutes, [serving] the people of
Tennessee and beyond through the
discovery, communication and application
of knowledge . .. The UT System’s delivery
of education, discovery, outreach and public
service contributes to the economic, social
and environmental well-being of all
Tennesseans.” In keeping with the UT
System’s goals, the mission of the UT
System administration is “to advance the
educational, discovery, creative and
outreach programs of the campuses and
institutes through leadership that removes
obstacles, understands needs, provides
advocacy, secures resources, promotes
accountability, fosters diversity, promotes
innovation, coordinates campus efforts, and
delivers efficient and effective central
services.”

As amended by the UT FOCUS Act,
Section  49-9-209(d)(1)(M), Tennessee

The UT TEAM

In December 2018, the UT Interim President created
the Task Force for Effective Administration and
Management (TEAM), which consists of various
administrative officials from the UT System and
campuses with a stated effort of clarifying the roles
and responsibilities between UT System
administration and the individual campuses and
institutes.

With a goal of eliminating redundancies and non-
value-added processes, the TEAM began by
reviewing and forming working groups in five
specific areas:

capital projects,
information technology,
procurement and contracts,
human resources, and
communications.

In an effort to gather information, the UT System
commissioned a system effectiveness study
facilitated by Deloitte, an auditing and consulting
firm. The executive summary of this study, available

t https://tennessee.edu/transparency/team/ and
dated June 5, 2019, presents potential objectives to
improve the system’s processes and compliance
with leading business practices.

Code Annotated, specifically assigns the board the following responsibility: “Evaluate
administrative operations and academic programs periodically to identify efficiencies to be
achieved through streamlining, consolidation, reallocation, or other measures.”

While each campus has its own distinct culture, during our audit we identified several areas
that could benefit from centralized oversight and consistent policies, procedures, and standards:

e Hiring athletic administrators and coaches — As members of the National Collegiate
Athletic Association (NCAA), UTK, UTC, and UTM participate in a variety of NCAA-
sanctioned sports, including football, basketball, and baseball. NCAA guidelines
require that each campus, “as opposed to any outside source,” must control athletics
employment and salary decisions; therefore, the UT Board does not participate in
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athletics hiring decisions. The campuses must
comply with other NCAA regulations in addition to
federal and state laws when hiring head coaches
and assistant coaches, as well as athletic directors
and other administrators. To ensure compliance
than a corporation with multiple with federal and state regulations, the UT System
divisions. One UT system pulling together employs system-wide human resources policies
for the greater good was true 50 years and procedures for employee management,
ago and remains true today.” including hiring and terminating, but each campus
employs its own internal guidelines for expediting

N AR N Al the hiring process of coaches and athletic directors.
PSP e R el Lhe UT Board could provide further assurance of
compliance by advancing system-wide policies
over these expedited processes. We provide more
information on athletics hiring in our Athletics Programs section.

“Importantly, our campuses benefit from
the horizontal system efforts of capital
planning, financial governance, legal,
government relations, and audit and
compliance. This is really no different

e Gauging faculty satisfaction — The UT System does not have a uniform method to
measure and analyze faculty satisfaction, and the UT Board does not review
comprehensive turnover data. For more information, see Observation 6 in the Student
and Faculty Engagement section of our report.

e Providing mental health services — The campuses’ mental health services groups do not
communicate or share resources with each other. We describe this condition in more
detail in Finding 12 in the Mental Health Services section.

e Ensuring campus safety — The separate UT campuses do not coordinate efforts among
their campus police departments or promote accountability for student safety, including
required reporting for Title IX and the Clery Act. The board should consider
establishing a UT System Campus Security Coordinator to oversee campus security
operations and to ensure the consistency of security technology, staffing, and facilities
and a UT System Clery Coordinator to serve as a centralized resource for campus
Clery Coordinators and to help ensure Clery Act compliance. The UT Board should
also determine if the UT System Title IX Coordinator, a position which currently
serves as both a system-wide and UTK campus administrator, can adequately ensure
system-wide compliance with Title IX and can coordinate campuses’ Title IX offices,
including establishing a centralized database of Title IX cases for continued oversight,
while still fulfilling the various responsibilities of a campus coordinator. For additional
details, see Findings 3 through 10 in the Campus Security and Safety section.

e Aligning information systems — UT campuses could improve their coordination of
information systems to provide timely, accurate student and employee data necessary
for strategic decisions; additionally, the four primary campuses used three different
information systems in their provision of mental health services, with inconsistent
levels of service offerings. A centralized system may improve the ability of system-
wide staff to access, analyze, and provide aggregate information to the UT Board for
their monitoring of campuses’ performance and making strategic decisions. Also,
coordinating mental health services’ information systems could improve the level of
services that students receive. We address centralized information systems for student

32



and employee data in Observation 3 and present further information on mental health
services in Finding 11.

e Allocation of resources — Moreover, making campus structures more efficient and
effective would help ensure that all UT System faculty, staff, and students receive
appropriate resources regardless of their location. The UT Chief Financial Officer and
the board’s Finance and Administration Committee expressed concern at the March 1,
2019, meeting that for fiscal year 2018, current expenses exceeded revenues at UTM
by more than $700 thousand and that UTM is financially “weak for the second year.”
Furthermore, since Martin is UT’s most rural campus, correcting inequities for that
campus aligns with Governor Lee’s priority of “supporting our rural communities.”

The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) sets internal control standards for federal entities and serves
as best practices for non-federal entities. In Principle 2, “Exercise Oversight Responsibility,” the
Green Book prescribes that oversight bodies (such as the UT Board) are responsible for overseeing
the entity’s internal control system, including the control environment. Paragraph 2.10 states,
“The oversight body oversees management’s design, implementation, and operation of the entity’s
organizational structure so that the processes necessary to enable the oversight body to fulfill its
responsibilities exist and are operating effectively.”

Paragraph 2.12 adds, “The oversight body also provides direction when a deficiency
crosses organizational boundaries or units, or when the interests of management may conflict with
remediation efforts. When appropriate and authorized, the oversight body may direct the creation
of teams to address or oversee specific matters critical to achieving the entity’s objectives.”

Recommendation

To promote effective and efficient operations and ensure compliance with applicable laws
and regulations, the UT Board should work to improve system-wide collaboration,
communication, and coordination.

Management’s Comment

Management concurs in principle with Finding 1 and asserts that a commitment to
increasing communication, coordination, and collaboration between the UT campuses is reflected
in the System Strategic Plan approved by the Board on June 21, 2019. The plan incorporates the
concept of building a “One UT” culture and establishes a goal of implementing IT solutions that
enhance data-driven decisions supporting academic and administrative excellence. The
commitment to increasing communication, coordination, and collaboration is also demonstrated
in the work of the Task Force for Effective Administration and Management (TEAM), which is
discussed in Management’s Comment in response to Identifying Efficiencies under Finding 2.

While concurring in principle with Finding 1, Management does not concur entirely with

some of the specific areas the report finds “could benefit from centralized oversight and consistent
policies, procedures, and standards.” The specific areas are discussed below.
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Hiring athletic administrators and coaches. The report concludes that

. . . [E]ach campus employs its own internal guidelines for expediting the hiring
process of coaches and athletic directors. The UT Board could provide further
assurance of compliance by advancing system-wide policies over these expedited
processes.

The report acknowledges the need for expedited hiring processes for coaches and athletics
directors and does not identify any specific instance in which a particular campus process has been
problematic in terms of compliance with applicable state and federal regulations, UT policies, or
NCAA rules. Although we do not understand the basis for the report’s conclusion that system-
wide policies are needed, the Office of the General Counsel will review the expedited hiring
process used by each campus and report to the Chair of the Board and the President on whether a
system-wide expedited hiring process is needed to provide assurance of compliance with
applicable laws and regulations.

Gauging faculty satisfaction. The report correctly states that the UT System currently does
not have a uniform method to measure and analyze faculty satisfaction. However, the System
Strategic Plan approved by the Board on June 21, 2019 includes the specific goal of assessing
faculty and staff satisfaction and effectiveness through coordination of a system-wide process for
surveying faculty, staff, and students related to culture and engagement. An initial “pulse” survey
is planned for distribution to faculty and staff across the UT System early in 2020.

With respect to faculty turnover data, although it is true that a comprehensive analysis of
faculty turnover has not been provided regularly to the Board in the past, the current Board has
asked for this data on an annual basis going forward. At the June 21, 2019 meeting of the
Education, Research, and Service Committee, the Chair of the Board asked for an annual report
on the state of the University’s workforce, specifically including data and analysis of faculty and
staff turnover [Minutes of the June 21, 2019 committee meeting, page 8]. At the November 8, 2019
meeting of the Finance and Administration Committee, the members reviewed and discussed a list
of Key Performance Indicators the committee should be monitoring on a regular basis, and the list
includes faculty/staff turnover.

Providing mental health services. Please see Management’s Comment in response to
Finding 11.

Ensuring campus safety. Management agrees the Board needs assurance that adequate
resources are being devoted to the safety of students and the entire campus community and
assurance that campuses are complying with their crime reporting and other obligations under the
Clery Act. Management is not prepared at this time to commit to how this oversight would best be
accomplished, but Management is committed to studying the question carefully, including a
review of system-level oversight practices at other institutions. At a minimum, an annual report to
the Board on campus safety will be initiated.

Management does not agree that there is no coordination of campus efforts with respect to
Title IX. As the report later recognizes, there is a UT System Title IX Coordinator, who also serves

34



as the Title IX Coordinator for UT Knoxville. The report suggests the following: “The UT Board
should also determine if the UT System Title IX Coordinator, a position which currently serves as
both a system-wide and UTK campus administrator, can adequately ensure system-wide
compliance with Title IX and can coordinate campuses’ Title IX offices, including establishing a
centralized database of Title IX cases for continued oversight, while still fulfilling the various
responsibilities of a campus coordinator.” Management does not believe a separate UT System
Title IX Coordinator is necessary but will determine whether additional resources should be
allocated to the system-wide role.

For further response, please see Management’s Comments in response to Findings 3-10.

Aligning information systems. Management agrees that improvement is needed in the
University’s information management systems. For that reason, Information Technology will be a
major focus in the first phase of the Enterprise Resource Planning (ERP) project, which is
addressed in Management’s Comment in response to Identifying Efficiencies under Finding 2.

e Student Data. In Observation 3, the report accurately notes that each UT campus
independently implemented Ellucian Banner, the current enterprise student information
system, and therefore each campus collects student information data differently,
making it difficult to compare data from campus to campus. A solution will require
each campus to change longstanding academic practices to conform to a system-wide
standard, and that process will require substantial time, effort, and change management.
For that reason, the student information system will be addressed in the second phase
of the Enterprise Resource Planning (ERP) project.

o Mental Health Services. Please see Management’s Comment in response to Finding 11.

o Employment Data. The entire UT System currently uses SAP’s ECC (Enterprise
Resource Planning Central Component) software for managing human resource
records and Oracle Taleo for staff recruitment. Management believes the reference in
Observation 3 to inconsistent employee data entries may be due, in part, to a
misunderstanding of the University’s employment practices.

Allocation of resources. Management agrees that promoting efficiency and effectiveness
in campus structures may lead to costs savings that can be reallocated to mission purposes for the
benefit of faculty, staff, and students. Management disagrees, however, with the implication that
“inequity” in the allocation of resources is the cause of the current financial stress at UT Martin.
The implication is fundamentally inconsistent with the funding model for public institutions of
higher education in Tennessee. Higher education governing boards do not allocate revenue among
campuses. Campus revenues are determined by factors over which the governing board has limited
or no control—state funding, changes in enrollment, and tuition and fees (because tuition and fee
increases are limited by THEC’s binding caps).

State funding for higher education is determined through the annual appropriations process.
UT Martin’s allocation of state funding is calculated by THEC using the performance-based
funding formula. UT Martin’s share has suffered in recent years due to declines in enrollment,
which is a factor in the performance-based funding formula. Enrollment declines have had an even
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greater impact on UT Martin tuition and fee revenues, which comprised 60% of UT Martin’s
unrestricted Education & General funding in FY 2018-19.

The Board of Trustees is well aware of UT Martin’s unique role and importance in rural
West Tennessee and is committed to pressing for solutions to the financial issues created by
economic and demographic challenges. The Board’s concern led to the call for Chancellor Carver
and CFO Miller to develop a UT Martin strategic financial plan for presentation to the Board. The
initial phase of a five-year plan was presented to the Board on November 8, 2019. There are early
indications that the situation is turning in the right direction, with headcount enrollment having
increased in each of the last three years. The response to UT Promise in West Tennessee has been
enthusiastic and could result in further enrollment gains. The strategic financial plan includes
targeted investments to improve recruitment, increase enrollments, and improve retention.

Finding 2 — The former and the current UT Board delegated its oversight role to
management for key decisions: additionally, the current UT Board is still working to fulfill
its statutory responsibilities

As a result of our review, we have determined that the UT Board has delegated certain
strategic responsibilities to management. Additionally, the UT Board has not yet fulfilled various
statutorily required responsibilities, including oversight of specific facets of the UT System.

Delegation of Strategic Responsibilities to Management

We identified the following instances where the UT Board delegated strategic decisions
and key responsibilities to management.

High-Impact Decisions

The former UT Board delegated its authority in the facilities outsourcing initiative. To
facilitate information gathering and analysis and to ensure the UT Board and management make
the best decisions, the current board should review its process for making high-impact system-
wide decisions to ensure the process includes consistent, complete, accurate, and transparent data
from all campuses. Further details are contained in Observation 8.

UTHSC Ground Lease

On March 1, 2019, the Finance and Administration Committee Chair and the full current
UT Board approved a UTHSC ground lease potentially lasting 60 years for a private housing
development. Even though key details remained undefined, the committee members spoke in
favor of the lease arrangement and asked no substantive questions prior to their vote for approval.
In the full board meeting, the members held no discussion at all before approving the arrangement.
Moreover, the UT Board delegated final approval of the terms and conditions to the Chief Financial
Officer in consultation with the Finance and Administration Committee Chair. We present
additional details in Observation 4.
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UT Promise

The Interim UT President announced a new financial aid program, UT Promise, at the
“State of UT” address on March 14, 2019. Although state statute, as amended by the UT FOCUS
Act, assigns the UT Board responsibility for evaluating student financial aid, the current UT Board
did not discuss and approve UT Promise in a board meeting prior to its public announcement. For
more information, see Finding 12.

Current UT Board Still Working to Fulfill Statutory Responsibilities

While we found that statute, including the additions made by the UT FOCUS Act, specifically
assigned the current UT Board a broad array of responsibilities, the current UT Board has not yet
fulfilled or developed a plan to fulfill various responsibilities outlined in Tennessee Code
Annotated.

Nonacademic Programs

Through the UT FOCUS Act, the Tennessee General Assembly assigned the UT Board the
following responsibility in Section 49-9-209(d)(1)(L), Tennessee Code Annotated: “Monitor the
university’s nonacademic programs, other than athletics, including programs related to diversity
and monitor compliance of nonacademic programs with federal and state laws, rules, and
regulations.” When we interviewed the UT Board Chair on May 23, 2019, he reported that other
than athletics, the UT Board has not yet addressed various nonacademic programs. During our
testwork, we found that the board had not yet become strategically involved in the key
nonacademic programs of either student safety and campus security or mental health services.

e Campus Security and Safety — Our review indicated that UT management has not
established policies, procedures, or requirements in relation to student safety and
campus security. Campus security is managed differently across the four campuses we
tested: Knoxville, Chattanooga, Martin, and the Health Science Center. All the
campuses told us they are not required to notify the UT Board for any emergencies or
events that threaten campus safety or provide them with any monitoring reports. Our
audit work resulted in eight findings (see Findings 3 through 10 and Observation 5).

e Mental Health Services — Upon examining the minutes and materials for the former UT
Board and subcommittee meetings, we discovered that the former UT Board did not
exercise oversight over the UT System’s mental health programs. Based on our review,
including discussion with the current UT Board Chair, the current UT Board has not
yet evaluated this area. We identified weaknesses with mental health services provided
by each of the four primary campuses. We provide further information in Finding 11.

Students and Faculty
According to Section 49-9-209(d)(1)(T), Tennessee Code Annotated, the board should

“exercise all powers and take all actions necessary, proper, or convenient for the accomplishment
of the university’s mission and the responsibilities of the board.” Both students and faculty
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comprise vital components of the UT System’s mission; however, the UT Board has not yet
adequately engaged either of these populations.

e Student Conduct and Satisfaction — While the UT Board approved the Student Code of
Conduct Policy for each campus, the board has not yet assessed and addressed student
concerns with basic elements of campus life (such as dorm conditions, food quality,
parking availability, and Internet service), which increases the risk of student
dissatisfaction. For additional information, see Observation 6.

e Faculty Retention and Evaluation — Our testwork results showed that the UT Board has
not yet gauged faculty satisfaction or analyzed faculty turnover. Based on our research,
common methods to track faculty satisfaction include system-wide assessments,
grievances expressed through the Faculty Senate, exit interviews, and turnover
monitoring. The UT Human Resources Technologies and Metrics office provided
three-year statistics and trends for employee turnover in December 2018; however, our
review of meeting minutes for both the full UT Board and the Education, Research,
and Services Committee revealed no related discussion concerning turnover. We
expand upon faculty retention and evaluation deficiencies in Observation 6.

Student Financial Aid

Section 49-9-209(d)(1)(K), Tennessee Code Annotated, requires the UT Board to “evaluate
student financial aid in relation to the cost of attendance and approve any necessary policies to
improve the availability of financial aid that are in the best interest of students, the university, and
the state.” Our review of the full UT Board meeting minutes and the Finance and Administration
Committee meeting minutes between August 1, 2018, and June 30, 2019, disclosed that while the
board considered tuition, tuition discounts, differential tuition, and student fees when discussing
the 2019-2020 budget, there was no discussion regarding student financial aid.

Intercollegiate Athletics

As part of revisions enacted by the UT FOCUS Act, Section 49-9-209(d)(1)(J), Tennessee
Code Annotated, requires the UT Board to “oversee and monitor the operation of the intercollegiate
athletics programs of the university, including proposed actions reasonably anticipated to have a
long-term impact on the operations, reputation, and standing of the intercollegiate athletics programs
or the university.” To initially assist the UT Board in fulfilling these responsibilities, the UT Board
appointed a Special Committee on University of Tennessee Athletics Programs on November 2,
2018, and charged the special committee with six specific tasks.! According to the special
committee’s charge, when those tasks have been completed, the special committee will dissolve;
according to UT management, the oversight and monitoring responsibilities will then be exercised
by the UT Board and appropriate standing committees. The special committee held its first
meetings on June 19, 2019, and September 12, 2019; therefore, the special committee has made
progress toward fulfilling the six items included in its charge but has not yet fulfilled the charge
entirely. For more information regarding UT Board athletics oversight, see the Athletics Programs
section.

10'We present the Special Committee on University of Tennessee Athletics Programs’ charge on page 192.
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Identifying Efficiencies

Section 49-9-209(d)(1)(M), Tennessee Code Annotated, mandates that the UT Board
“evaluate administrative operations and academic programs periodically to identify efficiencies to
be achieved through streamlining, consolidation, reallocation, or other measures.” In December
2018, the Interim President launched the Task Force on Effective Administration and Management
(TEAM), utilizing working groups to conduct assessments of five functional areas: capital
projects; human resources; procurement and contracting; information technology; and
communications and marketing. The university also contracted with an outside firm to collaborate
with the working groups for the development of the system effectiveness study. The study, issued
June 5, 2019, and presented to the UT Board on June 21, 2019, made recommendations for
efficiency and effectiveness improvements in each subject area. The UT Board, in conjunction
with UT management, should consider implementing these recommendations. We identified
further opportunities for improvement and consolidation during our testwork. See Finding 1.

Discussion With UT Board Chair on Progress

During our interview with the UT Board Chair, conducted May 23, 2019, we asked him
about his assessment of the UT Board’s progress so far. He responded that he was pleased with
the UT Board’s progress. He characterized the board’s focus thus far as “putting out fires”:

e The current UT Board was officially appointed in July 2018, dropping the membership
from 27 to 7 at that time. All members serve as unsalaried volunteers, in addition to
their external professional responsibilities. He said that the amount of time spent by
each member has been 50 to 70% more than the members anticipated, and he observed
that the new board has fewer committees than the previous board. According to the
UT Board Chair, the first three to four board meetings were not typical with most of
the time spent learning; that is why he made them two-day meetings.

e Because of legislators’ concerns with the previous board, as shared during current
board member approval hearings, the current board first held listening tours across the
state to gather information from students, faculty, public, donors, and other
stakeholders. The Chair reported that the overarching message the board received was
the need for more transparency and access and that while the board has made several
improvements (such as making materials available to both the board and public seven
days in advance of meetings and extending the time allotted to public presenters from
30 minutes to 60 minutes), he realizes there is more to do in the future.

e After the August and September 2018 UT Board meetings, the former President
notified the Chair that he was moving up his retirement; the resulting search process
for an Interim President took time and effort.

e The UT Board participated in the search process to select the UTK Chancellor.
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Overall, the UT Board Chair said there are good people on the board, they are well-
qualified,!! and they are learning a lot by having board meetings at different locations. The long-
term view is to prepare for the future.

Governing Body Guidance

Various organizations and associations distribute best practice guidance for the oversight
framework of governing bodies, including the U.S. Government Accountability Office (GAO), the
Association of Governing Boards (AGB), and the Southern Association of Colleges and Schools
(SACS).

U.S. Government Accountability Office (GAO)

GAO’s Standards for Internal Control in the Federal Government (Green Book) sets
internal control standards for federal entities and serves as best practices for non-federal entities.
The Green Book assigns governing bodies responsibilities for an organization’s control
environment, including making strategic decisions. In Principle 2, “Exercise Oversight
Responsibility,” the Green Book explains,

An oversight body oversees the entity’s operations . . . and where appropriate,
makes oversight decisions so that the entity achieves its objectives in alignment
with the entity’s integrity and ethical values. . . . Capabilities expected of all
members of an oversight body include integrity and ethical values, leadership,
critical thinking, and problem-solving abilities. . . . Independent members with
relevant expertise provide value through their impartial evaluation of the entity and
its operations in achieving objectives.

The Green Book goes on to establish in Principle 2 that members of an oversight body should
“provide constructive criticism of management” and that they should “scrutinize and question
management’s activities” and “present alternative views.”

Association of Governing Boards (AGB)

In the AGB Board of Directors’ Statement on the Fiduciary Duties of Governing Board
Members of Universities and Colleges as well as the Statement on Shared Governance, the AGB
stipulates that governing boards and not management have ultimate strategic responsibility for
universities. As in business, governing board members must demonstrate a fiduciary duty to the
entity they serve. According to the AGB,

A fiduciary owes particular duties to the institution he or she serves. They are
commonly known . . . as the fiduciary duties of care, loyalty, and obedience. Taken
together, they require board members to make careful, good-faith decisions in the
best interest of the institution consistent with its public or charitable mission,
independent of undue influence from any party or from financial interests. . . . Board

''We list board member qualifications in Appendix 1.
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member independence is increasingly sought after by regulators and key stakeholders
to ensure adherence to the duty of loyalty. In this context . . . the board member acts
independently of any personal relationship he or she may have with the president or
senior leaders of the college or university or with other board members.

Furthermore, the AGB mandates that

Under the duty of care, governing boards of colleges and universities are
responsible for both the short- and long-term financial health of the intuition and
achievement of the goal of preserving the institution and its resources for future
generations. At the same time, governing boards have the obligation to develop
and protect the quality of the institution’s academic programs and to become
appropriately engaged in the oversight thereof.

Regarding shared governance, the AGB adds, “While recognizing the president’s essential role in
facilitating shared governance, the board should also respect the complexity of that task and partner
with the president rather than delegate away that responsibility.”

Southern Association of Colleges and Schools (SACS)

In its The Principles of Accreditation: Foundations for Quality Enhancement, SACS states
in Section 4, “Governing Board,” that a governing board “is not presided over by the chief
executive officer of the institution.” Additionally, it states that the governing board performs the
following duties:

ensures the regular review of the institution’s mission. (Mission review)

b. ensures a clear and appropriate distinction between the policymaking function
of the board and the responsibility of the administration and faculty to
administer and implement policy. (Board/administrative distinction)

c. selects and regularly evaluates the institution’s chief executive officer. (CEO
evaluation/selection)

d. defines and addresses potential conflict of interest for its members. (Conflict of
interest)

e. has appropriate and fair processes for the dismissal of a board member. (Board
dismissal)

f. protects the institution from undue influence by external persons or bodies.
(External influence)

g. defines and regularly evaluates its responsibilities and expectations. (Board
self-evaluation)

While a governing body should not interfere in the day-to-day operations of the institution,
the UT Board should provide oversight to guide management in the administration of the UT
System. Without such oversight, the UT Board may not identify issues and address key concerns
and cannot effectively provide strategic direction to the UT System.
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Recommendation

The UT Board should continue to focus on fulfilling their oversight duties—including
fiduciary duties of care, loyalty, and obedience—as outlined by the Green Book, AGB statements,
and SACS standards. Moreover, we recommend the UT Board consider developing and then
executing a plan to fulfill all duties mandated by statute.

Management’s Comment

Delegation of Strategic Responsibilities to Management

Management does not concur with this finding. A response to each cited instance of
delegation is provided below:

High-Impact Decisions (Facilities Outsourcing Initiative)

The process of evaluating the facilities maintenance outsourcing decision was made by the
former Board of Trustees in November 2017. The former Board followed the process outlined at
the inception of the outsourcing initiative. In a joint statement by the State of Tennessee (through
the Office of Customer Focused Government), the Tennessee Board of Regents, and the University
of Tennessee on February 17, 2016, the three entities stated expressly that the final decision
“belongs to the campuses.” The joint statement is available at the following link:

http://tennessee.edu/static/email/docs/2016-02-17-Joint-Statement-FM-Exploration.pdf

This process was reiterated throughout the evaluation period. Furthermore, the data
analysis used by the campuses was developed in partnership with the state’s selected vendor over
a period of months. The individual campuses were in the best position to analyze the proposals,
which were customized to each campus. The decisions and rationale were presented to the Board
by each campus. At two of the four campuses (UTC and UT Martin), the vendor proposed little or
no savings. The two campuses for which savings were projected (UTHSC and UTK) were required
by the Board to submit plans to achieve equal or greater savings.

UTHSC Ground Lease

There was no delegation of the Board’s oversight responsibility with respect to the UTHSC
ground lease in question. No statute, bylaw, UT policy, or State Building Commission policy
requires the Board of Trustees to approve real property leases of any kind or duration. Furthermore,
the Board fully exercised its oversight responsibility with respect to this transaction by reviewing
general terms and conditions of the proposed ground lease presented in the materials for the March
1, 2019 meeting of the Board. Based on that review, the Finance and Administration Committee
and the Board of Trustees approved the proposed ground lease in principle.

The following terms and conditions of the proposed ground lease were included for the
Trustees’ review in the March 1, 2019 meeting materials:
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e The University would have no financial obligation for the private housing
development, nor would it guarantee occupancy.

e The initial lease term would be 30 years, with two 15-year options to extend.

¢ In addition to providing quality housing for UTHSC students in close proximity to the
campus, consideration for the transaction would include an annual rent of $207,500,
which would increase by five percent every five years.

e The University would have the right to approve the design.

¢ A maximum of 5% of the square footage, excluding garages, could be used for retail
or commercial purposes, subject to the prohibited uses specifically listed in the Board
meeting materials.

e Uses not prohibited but requiring the University’s prior consent were also listed in the
Board meeting materials.

Furthermore, in preparation for the March 1, 2019 meeting, the Chief Financial Officer
discussed the proposed ground lease in broad terms with Trustee Bill Rhodes of Memphis, Chair of
the Finance and Administration Committee. Trustee Rhodes had questions about construction
quality and long-term maintenance, particularly if the management company were sold. In response,
a summary of specific provisions in the proposed ground lease addressing maintenance and repair
was included for the Trustees’ review in the March 1, 2019 meeting materials, along with
information provided by the management company regarding long-range succession planning.

The Board’s approval of the proposed ground lease was “subject to satisfactory results of
all due diligence reviews.” Furthermore, the Board’s authorization for final approval of the ground
lease by the Chief Financial Officer was specifically limited to “in consultation with the Chair of
the Finance and Administration Committee,” which serves to ensure that the final terms and
conditions are not inconsistent with those the Board reviewed and approved on March 1, 2019.

Furthermore, although Board approval of such a ground lease is not required by statute,
bylaw, or policy, approval by the State Building Commission or its Executive Subcommittee is
required. The Executive Subcommittee approved the proposed ground lease on March 25, 2019.
The minutes of the Executive Subcommittee meeting note the following:

The development must be operated, maintained and repaired in a manner
comparable to other first class apartment projects in midtown and downtown,
Memphis. The lease requires replacement reserves that meet common underwriting
requirements.

Due diligence, including environmental assessment, is in process, and therefore the lease
has not yet been executed.

UT Promise
Management disagrees that the Board was required to approve UT Promise, which is a

scholarship program, not a policy governing student financial aid. For further response, please see
Management’s Comment in response to Finding 12.
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Current UT Board Still Working to Fulfill Statutory Responsibilities

Management concurs in part as explained below.
Nonacademic Programs

General Comments

The statutory duty referenced in the report is to monitor “compliance of nonacademic
programs with federal and state laws, rules, and regulations.” The current Board has addressed
institutional compliance in general by approving a charter for the Audit and Compliance
Committee charging the committee with the following duties:

e Review of the University’s process for monitoring compliance with laws, regulations,
and University policies.

e Review and approve the annual institutional compliance work plan.
e Review the results of the University’s compliance risk assessment process.
e Review the results of compliance work on a regular basis.

e Receive and review reports and other work prepared in conjunction with the
institutional compliance efforts.

The Audit and Compliance Committee of the current Board has addressed institutional
compliance at two of three meetings held in 2019. On January 10, 2019, the committee received a
report on an external consultant’s review of the Office of Institutional Compliance. At the same
meeting, the committee approved an institutional compliance work plan for 2019. On September 25,
2019, the committee received a report on key institutional compliance accomplishments in 2019.
Comments in Response to the Two “Nonacademic Programs” Cited in the Report.

The report cites the following as nonacademic programs for which the Board must monitor
compliance with federal and state laws, rules, and regulations:

e Campus Security and Safety — Although we are unsure that campus security and safety
operations are ‘